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TAGS; HXf, CK, ETRD 

suijecT; jc;: rs;:r jno investriht vc-amnc srcup 
Chinese sale: contract practices 

sumart: :e::riie3 iel:v are representative 
cast: were u.s. iusi k£ ss.-.£>c arc encountering 
problem irplersstis: their contracts for sale 
of sc::s vm oimese orcsn hit tens. tme:e *rc 

ION-JUT CASES HI ICS RAT HOT IHDl VID'JALLT IIEJtlT 

discussion v j;:t. hcvever, the issues 

PRESENTED IN THE IE CASES ARE REPRESENTATIVE Of 

picker: which vtaE discussed in the last jc:t 

|K till AND RERUN UNRESOLVED. TKE JCCT CASES 

wicx will ii discussed illustrate the issues of 

A) tXFORCEREHT or FOREIGN COURT JU3CEREHTS IN 

cm i «i, ii JiEfusn to jccept custom met «ess, 

AMD 0 FAILURE IT A CHINESE (VCRTER TO PAT 
IOTALTT FEES CUE TO EKDUSER'S FAILURE TO PAT THE 
|K»ORTER. THE CASES IELCJ PRESENT THE ISSUES OF 
A) FAILURE TO NCMCA CC'.LECTlOn DCCURENT: 
CUMCTHER THROUGH LETTER CF CREDIT CR OOCURtHTARY 

•collection prc:e:ures, ii failure to ship coco: 
wicm cciiforr t: ::aT»ACTUAL specifications, mo 

CJ DENIAL OF LIMUITT FCt FAILURE TO SKIP C0CS5. 
Vt SUGGEST THAT THESE GENERAL CCIlTRACTUAL ISSUES 

coulo IE a iacacicp for j::: working croup 
ciscjssicn cr j::: cases, ens surriry. 

J. RONE OF THE riRrS fit" I CTIE3 IELCV IN THE 
UPIESENTATIVE CASES NAVE AUTHOR lit: USE CF 
THEIR KAr.ES CUHHC THE JCCT TRACE i»g IHVESTRENT 
VCIKINS CAOU* :TIP«). HCVlVtR, Th£|« 
iUTICIlIATION C5UL5 IE DITilNEC IF us;;; 
1EL1EVES THE CASES RER1T INDIVIDUAL F1ENTISN IT 
JCCT. 

REPRESENTATIVE CASES 




3. ^HWBHBB TH,: 

ILLUSTRATES TKE ISSUE Of FAILURE 10 HONOR 
COLLECTION OCSURIITI. IT AlJO OERCUSTRATIS HOW 

cirncixT it is rt ciTim utreiit r»cn sore 



CHINESE lUrERS, 'HTICULMLT WHERE TH I EHCUSER 
HAS FAILED TO "AT TKE CKljiy^^j^ T ! ! . THIS 
CASE IS Stnllll 10 Th[|^HLW h THAT THERE 
TOO, TKE CHINESE UlCUSER HAS FAILED TC PAT THE 
CHINESE inPORTER S3 Tut IMPORTER OCE; HOT PAT 
THE AflERI CAN CaJ*CRTER. 

I. FACTS • THE AflER ICAN FIRPI CLAtllS PATrtEKT IN 
THE AMOUNT OF USD M.TTS.7* FRORThECH INESE 
JBPCRTER OR EHCUSER FOR S ALE Offltflk* 

the vas 
iiirped on 1 hqve.-.her 1111. the 1jnk of china 
bid not honor the letter of credit ccuectlcx 
docu rents ieciuse t het aulcesly cc ntaiiled too 

nANT.OtSCRCPE.IClES.^lHI^BM'^ EOUIPRENT 
TMROUCK AN AnERICAN StSTRIIUTCR AND IS NOT A 
DIRECT lEXEFtCURT OF THE LETTER OF CREDIT OR A 
CONTRACT IIIC PARTY fOR THE SALE CF THE ECUIPrENT 
TO THE CHINESE WE*. THE DISTRIBUTOR 010 NOT 
OITAIN PAYnlHT FRCM TNE [NCUSER. THE 
DISTRIIUTCR HAS RECENTLY SUFFERED fftC.I 1 HEART 
ATTACH A ND WILL _ND T RECOVER FROtt * CC'-A. ({J 
AilHOUCK^ffi^P:: RIGHTS AND RErlClES UNDER 
U.S. LAV, HE IS APPAREHTIT UNAELE TO LITIGATE 
IECAUSE THE OISTRIIUTOR HAS HC iSSITS AND IS 
UNAlLE TO RE LEASE rcCL'^ ENTS WlCH VOUtO 
$UtST£NTIATE^|^^0k::Aln TO PATRINT 0 INECTLT 
ncn TKE ENOUSE*. 

S. REnEDT ^BIV : " XS CCrPERATlCN rRCfl 
CHIIIESE AUTHORITIES TO CCr.PEL THE EHCUSER TC PAT 
Ntn DIRECTLY. ALTHOUGH I T WOULD BE .^ST 
APPROPRIATE FOR^I^^P: SUE TKE DISTKISUTCR 
1H TKE U.S., THIS IS IMPOSSIBLE. HEVtSTHELEIS, 
THE ENDUSER STILL HAS iN CSLlCiTtCU TO PAY FCR 
THE EC'JIPnCNT AND HAS NOT OC!IE S3. IICAUSE 
KESSLER IS A CREDITOR EEKEFICIARY OF THE CHINESE 
.SUES CONTRACT, HE IS ENTITLED TO PAYC.E.'lT. THE 
ENDUSER IS BEING UNJUSTLT CMRICHEO THROUGH USE 
OF EOUIPRENT VHICH IT DID NET PAY f OR. 

ILresWrrTOrJuESELTET: raiLURE TO HONOR 
COLLECTION DOC'jnENTS AUO UNJUST EKRICHCEHT |T 
USE Of ECUIPKINT VHICH IT HAS NOT PA 
dlNESi SALES CONTRACT PRACTICES 

ID FOR. IN 

PUS PROILEfl, THE CH IDESE SELLER INDUCED 
eel lAKct it the trnmi TTRH TO ACCEPT PAYHENT 
THROUGH THE OCC'JfllHTART CCILECT10NS PROCESS; 
TKE! LATER REFUSED TO TT..M0ER PATftEHT 1MCN THE 
(ANA RECEIVES THE CCLLECTICn DOCUMENT!. THE 
UIHESC IUTER HAS (REACHED ITS OIL 'CATION TO 
RAXE IinELT PATREHT; WHICH IS SIX ROHTHS PAST 
DUE. 

7. FACTS ^P|^flfc>H"ED CCRP11TER AND 
SCTTVARE ON 11 FURCM 133:, VALUED *T USD 
JJI.CH. TKE PATENT VAI T'c IE RACE AT 
EIGHT*. REAMING THE DCC'jr.t NT JIY CCLLECTI 0.1 
PROCESS. NOTE UIICER D/P HO RMCY Hi; IEE.S SET 
ASIDE IT THE IUYER. 0/P PATPEJfT IS A HIGH RISK 
FCRR Of PATREHT IE::UC E ThEU IS .'JO A'SURANCE CF 

riTn[«;.^m^BkV::::E:T]NG im contacted 
r:i Kiisss ;a."j. :r zr.w.i several Tin: to 

RECUIST PATREHT. OUR OFFICE ALSO WOU TO THE 

iana or CKtNi ceaocjarter: in ieuuig. under 

D/P, HA t HAN IAN1 HAS «0 OIL IC1T1QH TO CERAIlD 
PATREHT r»CR THE !UTE3. IT RE "ELY TRAllSniTS 
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PA1MEHT. ^Hk^W tvtl THE l*H( RELEASED 

ihi snipping 2c:;ctfirj ;o the turta without 
oitaining pai-ent, lur, t: ciHHoi suistamfiate 
iow the iuur *c:uuti oiriiNEo nut 
documents. Chinese custcms u:c ccuid hive 

DECIDED TO lELiiSE THE CCC:S. THE CKtHESE IUTEH 
liS STATED IN LETTERS T^m^THIT IT 
WISHES TO PAT WHEN THE EJCNIMGE HtH IS MORE 
TAVOIIILE HOVE*). THE BUtER has DISREGARDED ITS 
OBLIGATION TO TEHOtR PATMENT UPON PRESENTATION 
W BOWRCHTS, WHICM OCCURRED SI* rOHlHJ ACQ. 

7. irncor -£HHP :e:u[:ts that the iauk 

COLLECT PATMENl^TiU THE BANK HIS NO 
OIL I CAT I CM TO EC. 

ILLUSTRATES CHINESE lUTER'S fill USE 1Q SUPFLT 
COCO! MD DENIAL OF LIABILITY FOR OAMAJES 
IESULTING THEREFRCM. THIS CASE IS SIMILAR TO 

the prior jc:: case oh gulf ?«ai«. in these 

THREE CASES, AHUTmiCN vis hecesary to ronct 
THE CHIMtSE 1UTER TO PAT CCMPENSATI CN FOR 

failure to ship ccc:s. 

1. fact: - the ccstract call: fen shipment or 

14 METRIC TONS SF TELLCV CROAKER FISH IT it 

mac :m. the seller shipped okl? :m metric 

TOIS AND HAS REFUSE: TO SHIP INT rSR£. THE FIRM 
CLAIM l'I3 iS.MJ IN CANNES RESULT INC FROM THE 
CHINESE SELLER'S FlILt'RE TO SHIP ALL THE CCCOS 

15 STIPULATED IN THE CONTRACT. 

I'-flp^Bfe"* V * :T£ 70 "lux c:pit and the 

IHIA«T REQUESTING ASSS STANCE. THE CCMMERCIAL 
JtCTICH WROTE TO CCPIT AHC CCrERT. THE CHINESE 

seller va: ik:?juge2 to settle the damage claim 

OR SHIP T HE FISH. IHE ENOUIER 010 MOTH IKS. 4|0 

i^m^ arrived in dalian on 7 dec ii to ^™ ^ 

discus; a settlewht. at a local restaurant 
that evening, the firm's president t^hfc vas 

STRUCX WITH A 1EER 10TTLE IT THE CHINESE FISH 
SUPPLIER AN3 NOV FEUS FOR H 1 1 SAF[TT. MBlM 
RELIEVES HE VAI AI3IULTE5 AT THE RECUESTOFTHE 
CHINESE SELLER TO JKTintOATE Kin AND DISCOURAGE 
lin FROfl PURSUIH5 HIS CLAtnS FURTHE R,. THE 

commercial section ismra ::pit crflgjjjiah 

ARRIVAL ID DAL I AN, OESIRE TO SETTLE, AN 3 TEAR OF 
ASSAULT. . 

BEKEDT ^m^ .£KT: TO IE 

COMPENSATED FCJ ITS LOSSES IK THE AMOUNT OF USD 
IS, III. 

12. H^^|^^££f 

ME dTTficulit iriu iraoing firrs ehcwbtu 
WHEN THET RECEIVE DEFECTIVE CCCOS FROM A CPINESE 
SILLER. IECAUIE THE THE CHINESE SUPMER HAS 
SUPPLIED THE DEFECTIVE CCCCS, THE CHINESE 
EXPORTER REFUSES TC COMPENSATE THE AMER I CAK 
BUTER. ! 
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WITTEH TO THE HUNAN COMMISSION ON FOREIGN 
ECOBOHIC Rf LATIOKS AND TRAflE ICOFERTI FOUR TIMS 
«0 SUPPLIED FULL OOCUMtHTITIOM OF THE CLAIR 
TWICE. VE USO VtQTE TO THE VAI8AN FOR HUNAN, 
tt HAVE NOT RECIIVEO A RESPONSE DESPITE OUR 

n/tficu: wcuhies. 
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OAJUCES, IN IHE AMOUNT OF USD 71,311, DUE TO 
RECEIPT OF DEFECTIVE COSOS FROfl OUAHGDCNC AITS 
AMO CRAFTS l/E CORP. THIS FIRM HAS tEEN UHAILE 
TO RE CC'.TI ITS IUSINESS LOSS. 

11. IF THESE CONTRACTUAL ISSUES ARE TO IE 
DISCUSSES IT JCCT VORXIKC GROUPS, VI INOL'LO 
SOLICIT SUGGESTIONS FROfl ftCFERT CCNCIRKING NOV 
AnrilCAN FIRMS SHOULD HANDLE THESE PtCILEtU. VZ 
IA« ATTEMPTED TO VORH VITI PROVIHCtU COFEITS 
IUT HAVE HOT HAD MUCH SUCCESS. AMERICAN FIRMS 
ARE STILL RELUCTANT TO RESUT TO ARBITRATION OR 
LITIGATION IK CHINA IECAUIE THEY 0OU1T THE 
OIJECTIVITT AND COMPETENCE OF THESE LEGAL FORUMS. 
(TCS: EJULLtVJUJ ROT 



CHINESE SUES CONTACT PRACTICES 

facts ^^BflMfe ::n:»:;;[ri to 

UR CHASE iAflPSiriiiTthMuiT ACCORD tHC TO 

;itais :.»r:!nc:::cs: < o=: r \z:zr. :k;: 
the iTir:^r»jTF an uc cjipeiict of chihe:e ::r 
cuRREf/c-^I^Pkir.: u:: 10. coo in damce: for 

BfFfCTIVf t=S2S «I0 IHADEC'JATE PACHICIHG FlCr. 
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